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THE  MEXICAN  AGRICULTURAL" CREDIT  SYSTEM 


By  Julia  L.  Wooster* 

Lack  of  adequate  agricultural -credit  faci  1  i  ti  es  long  has  been 
one  of  the  grave  handicaps  under  which  farmers  in  every  one  of  the 
American  liepubl  ics  south  of  the  Rio  Grande  have  struggled.  This 
fact  was  recognized  by  the  delegates  to  the  Second  Inter- Ameri can 
Conference  of  Agriculture,  convened  at  Mexico  City  in  the  mid- 
summer of  1942.  The  result  was  that  the  Conference  approved  a  res- 
olution calling  upon  a  technical  committee  to  proceed  immediately 
with  plans  for  an  inter- American  agricul  tural -credi  t  bank.  One  of 
the  first  steps  is  to  survey  the  existing  means  of  providing  agri- 
cultural credit  in  Latin  America,  such  as  the  government  -  sponsored 
system  of  agricul tural  credit  in  Mexico.  It  illustrates  the  type 
of  set-up  especially  suited  to  the  requi  rements  of  the  farmer  in 
Latin  America.  Its  organization  and  operating  technique  indicate 
the  direction  in  which  similar  systems  might  be  developed.  Out- 
standing features  are  the  provisions  for  educating  and  supervising 
the  borrowers  and  the  insi  stence  upon  a  cooperat  ive  form  of  bor- 
rower organization. 

The  foundation  of  the  present  system  of  government -sponsored  agricultural  credit 
in  Mexico  dates  back  to  1926.  Prior  to  that  time,  for  the  great  majority  of  farm 
operators,  credit  facilities  were  extremely  inadequate.  The  various  private  and  semi- 
official lending  agencies  that  were  organized  between  1864  and  1926  either  failed  to 
accomplish  their  ends  or  limited  lending  to  the  owners  of  large  agricultural  enter- 
prises, the  latifundistas,  who  constituted  the  most  powerful  agricultural  and  polit- 
ical element. 

Smaller  farmers  and  tenants  were  often  able  to  borrow  only  from  such  private 
lenders  as  the  big  trading  companies,  which  advanced  funds  and  then  bought  the  crop. 
Such  credit  was  most  unsatisfactory,  since  those  companies  not  only  charged  high  rates 
of  interest  but  paid  low  prices  for  the  crops,  sometimes  less  than  50  percent  of  the 
selling  value  at  harvesting  time. 

Private  individuals  did  some  lending,  as  a  rule,  at  usurious  rates.  Every  sec- 
tion of  the  country  had  a  trader  or  money  lender  who  was  willing  to  make  loans  repay- 
able at  harvesttime.  In  addition,  many  of  the  latifundistas  advanced  credit.  Usually 
a  real-estate  mortgage  was  required,  and  upon  default  the  small  owner  lost  his  land. 
Such  conditions  were  not  conducive  to  the  growth  of  independent  ownership  of  small 
farms  but  indeed  served  rather  to  add  more  land  to  already  huge  estates,  thus  increas- 
ing and  strengthening  existing  latifundios   (large-scale  farms). 

The  conspicuous  failure  of  private  and  official  initiative  to  create  adequate 
credit  facilities  was  brought  into  even  bolder  relief  when  the  agrarian  reform,  ini- 
tiated in  1915,  gave  rise  to  a  new  class  of  landowners  who  were  dependent  on  credit 
to  secure  their  recently  acquired  independence.  The  problem  of  providing  credit  to 
farmers  in  Mexico  is  in  certain  respects  so  closely  bound  up  with  the  agrarian  reform 
that  a  brief  description  of  this  social  phenomenon  seems  necessary. 

*   Assistant   Economist,    Office  of    Foreign  Agricultural  Relations.  Abstract    of   a  bulletin  on 
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THE  AGRARIAN  REFORM 

In  1910,  the  year  the  Mexican  Revolution  broke  out,  2  percent  of  the  population 
owned  about  70  percent  of  the  land;  conversely,  in  some  districts  98  percent  of  the 
heads  of  families  were  landless.  In  this  same  year,  51  percent  of  the  entire  rural 
population  lived  in  villages,  2  percent  was  in  other  rural  communities,  and  47  per- 
cent was  to  he  found  on  huge  landed  estates  or  latifundios. 

Lati fundi smo,  the  system  of  large-scale  farming,  was  characterized  by  absentee 
ownership;  by  large  resident  populations  of  poverty-stricken  peons,  who  worked  the 
land  in  exchange  for  only  the  barest  of  necessities;  and  by  uneconomic  exploit ation  of 
the  land  with  investment  of  a  minimum  of  capital  and  as  little  risk  as  possible.  These 
large  estates  usually  had  increased  through  an  accumulation  of  small  holdings  and  the 
communal  lands  of  native  villages.  The  latifundista  (owner  of  a  large  estate)  en- 
croached upon  or  acquired  the  properties  adjacent  to  his  own,  sometimes  by  purchase 
(seldom  at  equitable  prices),  sometimesby  winning  a  case  in  the  strongly  biased  courts 
by  taking  advantage  of  some  flaw  in  the  title,  or  even  by  violence.  Many  of  the  inde- 
pendent small  holders,  because  they  accepted  loans  from  a  neighboring  latifundista, 
became  entangled  and  ultimately  lost  their  heritage  to  him„ 

Correction  of  such  abuses  was  one  of  the  aims  that  unified  the  Mexican  people  in 
the  political  upheaval  of  1910  and  inspired  them  to  carry  it  through  to  successful 
conclusion.  The  Constitution  of  1917  adopted  the  principles  of  land  reform  and  in- 
corporated them  in  Article  27,  the  legal  basis  for  all  subsequent  agrarian  legislation. 

Under  the  agrarian  reform,  alienated  communal  lands  may  be  restored  to  villages, 
or  villages  may  receive  grants  outright  solely  on  the  basis  of  need.  Land  for  making 
these  grants  is  expropriated  from  private  holdings  larger  than  the  minimum  exempted  by 
the  Agrarian  Code.  Peons,  the  permanent  agricultural  laborers  living  on  large  landed 
estates,  are  entitled  to  a  parcel  in  an  already  existing  ejido  (communal  land  grant), 
or  a  group  of  them  may  petition  for  land  and  set  up  their  own  center  of  population. 
In  brief,  then,  the  land  reform  now  in  progress  is  directed  toward  the  gradual  break- 
ing up  of  the  large  landed  estates  and  the  redistribution  of  land  in  order  that  pro- 
portional shares  will  eventually  be  held  by  those  who  till  it, 

The  Ejido 

"The  core  and  heart  of  Mexico's  agrarian  reform  is  the  ejido.  The  word  ejido 
is  derived  from  the  Latin  exire,  exitum  -  1  to  go  out,'  'the  way  out.'  As  originally 
used  in  Spain  the  term  was  applied  to  uncultivated  1 ands  held  collectively  and  located 
on  the  outskirts  (on  the  way  out)  of  agrarian  communities.  In  Mexico  at  the  present 
time  the  word  is  used  to  refer  to  all  types  of  lands  which  have  been  restored  or 
granted  to  agricultural  communities  [and  landless  peasants]  under  the  land  reform  ini- 
tiated in  1915.  By  extension  the  word  is  also  used  to  designate  the  communities  pos- 
sessing such  lands."1 

Ownership  of  lands  and  water  in  an  ejido  is  regarded  as  vested  not  in  the  indi- 
vidual member  but  in  the  body  of  its  inhabitants,  that  is,  the  ejidal  community.  Land 
is  considered  inalienable  and  may  neither  be  disposed  of  nor  mortgaged. 

Constitutionally  the  ejido  is  a  self-governing  community  that  chooses  its  own 
officials.  Its  principal  authority  is  a  Commissariat  of  three  members  elected  every 
2  years.  This  body  performs  administrative  and  executive  functions  and  represents  the 

1  SIMPSON,  EYLER  N.  THE  EJIDO  -  MEXICO'S  WAY  OUT.  Chapel  Hill,  1937.  Quotation  from  au- 
thor's preface,    Mexico   City,    May  1935. 
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community  in  judicial  matters-  There  is  also  a  vigilance  committee,  consisting  of 
three  members  serving  for  2  years,  to  guard  against  any  possible  abuses  by  the  com- 
missars and  to  report   financial  or  other  irregularities. 

Socially  and  economically,  theejidos  are  directed  and  supervised  by  the  Ministry 
of  Agriculture  and  the  National  Bank  of  Ejidal  Credit  through  agents,  who  are  really 
the  organizers  and  directors  of  the  agricultural  economy  in  the  ejidal  system.  These 
experts  study  each  ejido  with  a  view  to  arriving  at  a  program  that  will  enable  the 
community  to  adopt  and  develop  more  efficient  and  up-to-date  methods  of  operation  and 
exploitation,,  A  plan  is  drawn  up  and  submitted  to  the  assembled  peasants;  when  ap- 
proved this  plan  becomes  the  determining  pattern  for  all  activities. 2  The  Ministry 
and  the  Bank  act  as  technical  advisers  in  such  matters  as  the  choice  of  crops  to  be 
grown,  methods  of  tilling,  means  of  increasing  yields,  mechanization,  and  the  setting 
up  of  cooperative  societies  for  production  and  marketing.  In  addition,  they  also 
proffer  aid  in  organizing  public  services,  such  as  education,  hygiene,  electrifica- 
tion,   and  the  like. 

The  great  majority  of  ejidos  are  worked  by  the  method  of  alloting  an  individual 
parcel  of  ground  to  each  family  head  and  leaving  him  to  operate  it  for  whatever  profit 
can  be  eked  out.  Often,  however,  the  allotment  system  has  proved  insufficient  to 
maintain  a  rural  family,  since  Mexico's  productivity  per  unit  of  cultivated  area  is 
unusually  low.  This  is  particularly  true  of  cereal  production,  for  which  as  yet  in 
many  areas  the  Government  has  not  succeeded  in  inculcating  modern  methods.  In  view  of 
these  circumstances,  experiments  have  been  made  in  which  the  ejido  is  farmed  in  its 
entirety  by  organized  collective  labor;  the  most  outstanding  example  is  that  of  the 
Laguna  Region  lying  in  the  States  of  Coahuila  and  IXirango.  The  procedure  has  been  to 
train  and  specialize  ejido  members  in  various  agricultural  skills  and  to  organize  them 
into  a  credit  association  to  secure  loans  from  the  National  Bank  of  Ejidal  Credit, 
in  order  that  they  may  purchase  selected  seed  and  machinery,  construct  storage  facil- 
ities, provide  means  of  transportation,  etc.,  all  of  which  are  used  in  common.  Profits 
are  shared  in  proportion  to  the  amount  of  work  contributed,  but  a  weekly  advance  on 
account  is  made  to  enable  the  members  to  live. 

When  the   first  Agrarian  Code  was  promulgated  in   1934,    it  was  estimated  that 
2,320,000  individuals  were  made  eligible  to  claim  ejidal  lands.     By  the  end  of  1940, 
1,765,498  heads  of  families  had  received  definitive  grants  covering  66,409,484  acres 
(table  1). 


Table  1. -Definitive  ejidal  grants  in  Mexico,  1916-UO 


YEAR 

INDIVIDUALS 

AREA   OCCUPIED  BY 

YEAR 

INDIVIDUALS 

AREA   OCCUPIED  BY 

RECEIVING  GRANTS 

DEFINITIVE  GRANTS 

RECEIVING  GRANTS 

DEFINITIVE  GRANTS 

Number 

Acres  : 

Number 

Acres 

1916   

182  : 

3,079  : 

:  1929   

108,846 

2, 679, 478 

1917   

2,615 

13,924  : 

:  1930   

67,427 

1,838, 646 

1918   

15, 071 

168,792  : 

:  1931   

45, 652 

1,  508,  06l 

1919   

14, 948 

:             82,225  : 

:  1932   

21, 217 

860, 896 

1920   

15,5^6 

158,967  : 

:  1933  .... 

16, 126 

484, 165 

1921  

:  27,659 

:           441,852  : 

:  1931*  

51,481 

1,680, 759 

1922   

16, 184 

:           346,600  : 

:  1935   

170, 134 

:  6,593,273 

1923   

:            31,  It  2 

:           703,916  : 

:  1936   

242, 664 

9,033,991 

1924   

:  64,335 

1,539,668  : 

:  1937   

236, 424 

13,144, 727 

1925   

:  79,6o6 

1,944,712  : 

:  1938   

:  157,842 

8,  239,  132 

1926   

:  80,625 

:         2,017,507  : 

:  1939   

78,  0  74 

:  4,281,274 
4, 615, 146 

1927   

:  84,n6 

:        2,450,061  : 

:  1940  .... 

:  74,302 

1928   

:  63,260 

:        1,578,633  : 

:       Total  . 

1, 765, 498 

:  66,409,484 

Anuarlo   EstadTstlco   de   los   Estados   Unldos   Mexicanos 1940 .      Tables    316-317. pp. 52  2  , 523. 


If  the  ej ldo  members  have  reached  a  sufficient  stage  of  organization  and  progress,  they  may 
form  their  own  activity  program,  which,  in  such  a  case,  must  be  approved  by  the  Government 
agents   before   being   put    Into  execution. 
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PRESENT  CREDIT  STRUCTURE 

Legislation  enacted  in  1926  created  the  National  Bank  of  Agricultural  Credit  to 
extend  credit  to  ejidatarios3  as  well  as  to  small  farmers  remaining  outside  the  scope 
of  the  Agrarian  Reform.  In  the  same  year  a  short-lived  system  of  regional  banks, 
de  signed  to  deal  with  ejidatarios  only,  was  also  established.  These  ejidal  banks 
were  abolished  by  the  law  of  1931,  which  retained  but  remodeled  the  system  radiating 
from  the  National  Bank  of  Agricultural  Credit.,  Reforms  were  introduced  by  another  law 
in  1934o  In  1935  an  amending  act  created  a  new  institution,  the  National  Bank  of 
Ejidal  Credit,  to  take  over  all  operations  with  and  functions  pertaining  to  ej idos 
and  ejidatarios,  leaving  the  small  and  medium-sized  farmers  to  be  attended  to  by  the 
National  Bank  of  Agricultural  Credit, 

Perhaps  the  chief  motivations  impelling  formation  of  these  distinct  channels  of 
credit  were  the  desire  and  the  recognition  of  the  necessity  for  getting  substantial 
and  extensive  financial  aid  to  the  ejidatarios,  whose  peculiar  requirements  could  be 
supplied  only  by  some  especially  designed  institution. 

It  is  interesting  to  note  that  agricultural-credit  legislation  has  insisted  upon 
cooperative  forms  of  organization.  The  basic  cooperative  structure  has  been  so 
strengthened  that  now  cooperatively  organized  credit  associations  constitute  the  chief 
clientele  of  these  Federally  sponsored  lending  agencies.  One  of  the  outstanding  char- 
acteristics of  this  set-up  is  that  the  stated  or  legal  guaranty  of  a  loan  is  the  crop, 
project,  or  improvement  for  whose  production,  execution,  or  construction  the  advance 
is  destined;  but  the  real  and  effective  guaranty  lies  in  cont rol  by  the  credit  institu- 
tion over  the  disposition  of  the  loan  proceeds.  Neither  bank  plays  the  simple  role  of 
investor  and  nothing  more.  Each  exercises  careful  supervision  and  control  not  only 
to  insure  financial  recovery  but  also  to  derive  increased  benefit  to  the  Mexican 
f  arme  r. 

Under  existing  legislation, 4  the  chief  structural  elements  of  the  present  system 
of  government-sponsored  agricultural  credit  are  the  two  national  banks,  local  societies 
of  agricultural  or  ejidal  credit,  unions  of  local  societies,  and  societies  of  collec- 
tive agricultural  interest. 

The  National  Bank  of  Agricultural  Credit  (Banco  Nacional  de  Credito  Agncola) 
deals  with  the  so-called  small  and  medium-sized  farmers  only,  either  as  individuals 
or  members  of  a  local  society  of  agricultural  credit.  However,  the  bulk  of  its 
operations  are  with  the  local  societies,  which  obtain  loans  against  their  collective 
responsibility  and  then  relend  to  individual  members.  The  National  Bank  of  Ejidal 
Credit  (Banco  Nacional  de  Credito  Ejidal)  deals  with  ejidatarios  only;  they  also  are 
organized  in  credit  cooperatives  -  the  local  societies  of  ejidal  credit. 

The  National  Banks 

The  capital  of  each  of  the  two  National  Banks  is  made  up  of  3  series  of  stock: 
"A,"  stock  subscribed  by  the  Federal  Government;  "B, "  by  State  governments;  and  "C,  " 
by  private  individuals  and  the  respective  local  societies.  The  Federal  Government  is 
the  largest  stockholder  (see  table  2);  in  1941  it  supplied  80  percent  of  the  subscribed 
capital  of  the  Agricultural  Bank  and  96  percent  of  that  of  the  Ejidal  Bank. 

3  The  term  ejidatarios  refers  only  to  those  qualifying  for  and  receiving  land  under  the 
agrarian  reform.  Small-scale  farmers  possessing  sufficient  private  means  to  render  them  in- 
eligible   for    an   ejidal    grant    are    termed    in   Mexico    "small"    or    " a e d 1 um- s i z e d  "  farmers. 

4  Agricultural  Credit  Law  of  January  24,  1934;  Amending  Law  of  December  2,  1935;  Amendment 
of   December    29 ,    1939 . 
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Table  2. -Capital  structure  of  the  National  Bank  of  Agricultural  Credit  and  the 
National  Bank  of  Ejidal  Credit  of  Mexico,  as  of  December  31,  1941 

SERIES 

NATIONAL  BANK  OF 
AGRICULTURAL  CREDIT 

NATIONAL  BANK  OF 
EJIDAL  CREDIT 

Pesos 
23,866, 190 

203,050  : 
5,  702,  650 

Pesos 

:                     lit, 407, 320 

*t, 868, tOO 

29,  771,  890 

119, 275, 720 

1  Of  this  amount,  $4,733,120  was  subscribed  by  local  societies  of  ejidal  credit,  $135,260 
by  private  individuals. 

Banco    Naclonal    de    Credlto    Agrfcola,    S.    A.    Infome    1941,    p.    2;    Banco    Naclonal    de  Credito 

Ejidal,   s.   a.  Infome  1941,  p.  20. 


The  machinery  of  organization  and  administration  for  both  agencies  is  parallel 
and  similar  in  every  respect.  Administration  is  entrusted  to  a  council  of  nine  full- 
fledged  members  and  five  substitutes.  Of  these,  four  regular  members  and  two  substi- 
tutes are  chosen  by  Government  Agencies  as  series  "A"  stockholders,  two  and  one  by 
series  "B, "  and  three  and  two  by  series  "C. "  Councilors  hold  office  for  4  years. 
Those  persons  only  who  are  experts  in  banking  or  agricultural  matters  or  experienced 
technicians  in  the  field  of  agricultural  economics  are  eligible  to  serve  on  this 
administrative  board. 

Of  the  four  persons  representing  series  "A"  stockholders,  two  are  nominated  by 
the  Minister  of  Treasury  and  Public  Credit;  one  by  the  Minister  of  Agriculture  and 
Development;  and  one  by  the  Agrarian  Department  (which  is  the  government  agency  charged 
with  effecting  distribution  of  land  under  the  agrarian  reform).  Those  representing 
series  "B"  and  "C"  are  selected  by  a  majority  vote  of  the  stockholders  of  each  series, 
except  that  the  Bank  of  Mexico  always  appoints  one  of  the  series  "C  members.  Two 
series  "A"  members  voting  against  a  resolution  approved  by  the  rest  of  the  council  will 
prevent  action. 

Twenty  percent  of  any  profits  made  by  the  bank  goes  into  its  reserve  fund  until 
the  latter  equals  the  amount  of  share  capital.  Next  there  is  set  aside  an  amount 
sufficient  to  pay  to  stockholders  of  series  "C"  a  preferred  dividend  of  6  percent.  Of 
the  remainder,  not  more  than  10  percent  is  paid  out  in  bonuses  to  the  officials  and 
employees  of  the  bank  and  not  more  than  5  percent  to  council  members.  These  sums 
must  never  be  greater,  however,  than  20  percent  of  annual  employee  salaries  or  more 
than  50  percent  of  the  fees  earned  during  the  year  by  the  councilors  in  proportion  to 
the  number  of  meetings  attended.  if  a  balance  remains,  a  dividend  up  to  6  percent  on 
series  "A"  and  "B"  stock  is  declared,  but  the  actual  amount  is  retained  by  the  bank 
and  applied  to  the  subscription  of  new  shares  in  the  same  series.  Any  residue  over 
and  above  such  placements  is  allocated  to  series  "C"  as  an  additional  dividend  or  is 
placed  in  a  special  fund,  the  purpose  of  which  is  determined  by  the  general  assembly 
of  stockholders. 

Agencies  and  Zone  Headquarters 

Both  the  National  Bank  of  Agricultural  Credit  and  the  National  Bank  of  Ejidal 
Credit  operate  from  their  respective  home  offices  located  in  Mexico  City  through 
regional  agencies  and  local  zone  headquarters  (jefaturas).  These  are  established 
throughout  the  country  wherever  the  volume  of  transactions  warrants  immediate  and 
continuous  attention  to  the  activities  of  the  organized  credit  societies  with  which 
they  are  dealing.  The  regional  agencies  serve  mainly  to  coordinate  and  0 ' rect  the 
work  of  the  zone  headquarters.  The  latter  are  responsible  for  all  the  work  germane 
to  actual  contact  with  borrowers,  not  only  with  respect  to  authorizing  and  distributing 
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credit  but  also  with  respect  to  technical  counsel  and  the  extensive  social  work 
carried  on   among  the  peasants. 

The  duties  of  the  zone  chief  of  either  bank  go  beyond  those  deriving  merely  from 
the  distribution  of  loans.  He  works  constantly  with  the  societies  to  inform  members 
about  improved,  scientific  farming  methods,  to  advise  them  in  carrying  out  such  pro- 
jects as  the  cooperative  marketing  of  their  products,  and  to  teach  them  how  to  combat 
crop  pests  and  diseases  more  effectively.  The  activities  of  the  zone  chiefs  under 
the  jurisdiction  of  the  Ejidal  Bank  are  of  a  much  more  direct  supervisory  character 
and  are  more  closely  allied  to  the  internal  development  and  operation  of  the  ejidal 
association  than  those  of  the  zone  chiefs  under  the  Agricultural  Bank. 

Generally  speaking,  as  soon  as  a  local  society  has  been  organized,  it  contacts 
the  technical  representatives  of  the  particular  bank  with  which  it  must  deal.  With 
the  help  and  collaboration  of  these  representatives,  it  makes  a  thorough  study  of  the 
possibilities  in  regard  to  land  and  available  equipment.  A  plan  to  be  followed  dur- 
ing the  next  crop  season  is  then  formulated,  discussed,  and  voted  on  in  general  as- 
sembly. The  bank,  upon  receipt  of  a  loan  application  from  the  society,  initiates  an 
investigation  of  the  agricultural  and  economic  conditions  of  the  community.  If  these 
are  found  satisfactory,  the  loan  is  approved,  and  an  exact  account  of  the  credits  to 
be  granted,  with  a  schedule  of  disbursement  dates,  is  set  forth.  As  the  society  re- 
ceives the  specified  sums,  it  redistributes  them  in  loans  to  individual  members  (or 
arranges  for  their  common  use  if  a  collectively  organized  ejido  is  the  ultimate  sub- 
ject of  credit).     Careful  supervision  of  the  use  of  the  loan  funds  is  exercised. 

Local  Credit  Societies 

The  local  associations  of  borrowers  through  which  the  National  Bank  of  Agricul- 
tural Credit  and  the  National  Bank  of  Ejidal  Credit  operate  are  organized,  respec- 
tively, as  societies  of  agricultural  credit  and  societies  of  ejidal  credit.  The  basic 
description  given  below  applies  to  both  types  unless  specific  distinction  is  made 
between  the  two. 

Agricultural -credit  associations  may  be  organized  by  small  and  medium-sized 
farmers,  whether  their  status  is  that  of  owner,  tenant,  part  owner,  sharecropper,  or 
colonist.  For  the  purposes  of  this  law,  a  small  farmer  is  one  who  personally  farms 
the  land,  either  alone  or  with  the  aid  of  members  of  his  family  or  hired  help,  pro- 
viding the  number  of  such  persons  does  not  exceed  five.  In  the  case  of  a  medium- 
sized  farmer,  the  number  of  helpers  may  not  exceed  ten.  In  neither  instance  may  the 
area  of  the  farm  exceed  that  defined  as  a  small  holding  by  the  current  agrarian  laws. 
Small  and  medium  farmers  may  form  separate  groups  or  may  be  associated  in  the  same 
society. 

By  law,  a  local  society  of  agricultural  credit  may  be  formed  with  unlimited, 
limited,  or  supplemental  liability.  Its  official  title  must  indicate  the  type  of 
liability  any  society  has.  A  minimum  of  20  members  is  required  for  a  society  of  un- 
limited liability;  those  of  supplemental  and  limited  liability  may  begin  operations 
with  not   less  than   10  members  each. 

Limited  liability  is  that  in  which  each  member  of  a  society  is  liable  only  to 
the  extent  of  his  investment  or  contribution  -  in  the  latter  case,  payments  into  the 
"social  fund."  With  unlimited  liability,  every  member  is  liable  with  all  his  pos- 
sessions. Although  at  the  present  time  most  societies  have  unlimited  liability,  it 
works  a  hardship  on  the  more  conscientious  and  prosperous  members,  and  the  Bank  has 
not   always  insisted  upon  this   feature  of  joint   liability.      Supplemental  liability 
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makes  members  jointly  liable  for  an  amount  fixed  by  the  constitution  or  liable  for 
at  least  as  much  as  double  the  payments  made  into  the  social  fund.  Few  societies  have 
been  established  with  supplemental  liability,  but  since  1940  this  type  of  responsi- 
bility has  been  recommended  to  new  associations  as  they  are  formed.  As  of  October 
31,  194-1,  there  were  557  societies  with  unlimited,  8  with  supplemental,  and  none  with 
limited  liability. 

Local  societies  of  ejidal credit  must  be  formed  within  the  ejidal  center  of  which 
the  members  are  a  part  and  may,  of  course,  be  constituted  of  ejidatarios  only.  Such 
societies  must  invariably  be  of  unlimited  joint  liability  and  may  only  receive  loans 
from  the  Ejidal  Bank  if  the  ejido  has  been  granted  possession  of  the  land  in  accordance 
with  Article  27  of  the  Constitution  and  applicable  regulatory  laws.  Participation  of 
not  less  than  51  percent  of  the  ejidatarios  is  imperative,  and  there  must  be  at  least 
15  members. 

Since  neither  type  of  society  possesses  what  ordinarily  constitutes  the  share 
capital  of  a  cooperative,  each  must  provide  for  the  formation  of  a  so-called  "social 
fund"  which  will  in  time  become  the  capital  (common  and  indivisible)  from  which  it  can 
meet  the  credit  demands  of  its  members.  When  the  fund  amounts  to  25  percent  of  the 
annual  operations,  loans  made  to  members  with  money  borrowed  from  either  of  the  na- 
tional banks  should  be  supplemented  as  far  as  possible  from  this  fund.  The  latter  is 
maintained  until  its  amount  is  twice  that  realized  by  the  society  in  its  annual  opera- 
tions. Members  of  local  agricultural-credit  societies  are  supposed  to  make  minimum 
annual  contributions  equal  to  3  percent  of  the  value  of  their  crops.  Members  of 
ejidal  societies  pay  in  5  percent.  Actual  contributions  have  been  small,  however,  for 
there  is  a  widespread  feeling  among  farmers  that  this  constitutes  a  surcharge  on  the 
interest  rate  they  are  already  paying.  In  addition,  some  hesitancy  is  experienced  in 
"donating"  money  to  this  fund  because,  contrary  to  the  spirit  of  the  law,  the  fund  is 
sometimes  used  for  operating  expenses  in  addition  to  the  1-percent  interest  charge 
specifically  intended  for  that  purpose. 

Profits  earned  by  any  society  are  allocated  as  follows:  25  percent  to  a  reserve 
fund;  25  percent  to  the  social  fund  until  this  equals  the  average  annual  value  of  the 
operations  realized  over  the  preceding  5  years;  the  remainder,  plus  the  25  percent 
destined  for  the  social  fund  after  this  has  reached  its  maximum,  is  credited  to  members' 
savings  accounts  in  proportion  to  their  transactions  during  the  year.  In  the  case  of 
liquidation  of  a  society,  any  monies  remaining  in  the  reserve  and  social  funds  after 
all  liabilities  have  been  paid  are  appropriated  by  the  Bank  of  Agricultu ral  Credit,  or 
the  Bank  of  Ejidal  Credit,  and  transferred  to  the  new  society,  if  one  is  formed,  at  a 
date  later  by  one  year  from  that  of  dissolution;  otherwise,  it  is  used  in  forming  a 
fund  for  creating  a  system  of  agricultural  insurance. 

The  bylaws  for  each  society  set  up  its  administrative  structure  in  detail.  How- 
ever, there  are  certain  general  principles  laid  down  by  the  Law  of  Agricultural  Credit 
of  January  24,    1934,   which  apply  to  all  societies. 

Ultimate  authority  is  vested  in  the  general  assembly  in  which  each  member  has 
but  one  vote.  In  societies  of  less  than  50  members,  the  general  assembly  meets  at 
least  every  2  months;  in  those  of  50  to  100  members,  twice  a  year;  and  in  those  with 
more  than  100  members,   once  a  year. 

In  the  societies  of  small  and  medium-sized  farmers,  the  administrative  council 
is  formed  by  three  or  five  members  elected  annually  by  the  general  assembly..  All  are 
eligible  for  reelection.  The  election  is  presided  over  by  a  representative  of  the 
National  Bank  of  Agricultural  Credit.     The  bank  may  request  the  exclusion  of  one  or 
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more  members  from  the  administrative  council  when  the  best  interests  of  the  group  are 
at  stake.  In  such  a  case,  the  removal  must  be  ratified  by  a  majority  of  the  society. 
If  this  is  refused,  the  National  Bank  of  Agricultural  Credit  may  suspend  any  credit 
already  negotiated  and  demand  immediate  repayment  of  balances  outstanding. 

The  current  business  of  an  agricultural-credit  society  is  supervised  by  a  vigi- 
lance committee  composed  of  three  members  elected  by  a  majority  in  general  assembly. 
A  rather  unusual  check-and-balance  system  is  provided  thereby.  If  in  the  election  of 
the  administrative  council  two  parties  or  factions,  so  to  speak,  arise,  and  the  minor- 
ity receives  more  than  30  percent  of  the  votes,  the  vigilance  committee  is  to  be  made 
up  entirely  of  candidates  from  the  defeated  party.  When  the  minority  group  receives 
only  20  percent  of  the  votes,  it  will  designate  two  members  of  the  vigilance  committee; 
and  if  only  10  percent,  but  one  member.  This  committee  is  entrusted  with  seeing  that 
all  operations  are  performed  in  accordance  with  the  Federal  agricultural-credit  law 
and  the  bylaws  of  the  society,  that  the  society  itself  fulfills  its  duties,  that  the 
social  fund  is  properly  and  prudently  invested,  that  the  members  meet  the  obligations 
incumbent  upon  them,  and  that  the  employees  and  officers  of  the  society  carry  out 
their  work  honestly  and  efficiently. 

As  far  as  local  societies  of  ejidal  credit  are  concerned,  the  Commissariat  and 
the  vigilance  committee  of  the  e j ido  perform  the  functions  described  above  in  much 
the  same  manner.  Immediate  direction  of  the  affairs  of  either  type  of  society  is 
entrusted  to  one  person  elected  from  among  the  members  of  the  administrative  council 
or  the  ejido  Commissariat.  He  collaborates  with  the  bank's  zone  chief ,  who  supervises 
all  technical  aspects  of  operations  and,  in  addition,  has  charge  of  finances  and 
custody  of  crops.  The  bookkeeping  is  entrusted  to  an  accountant  who  is  appointed  and 
paid  by  the  National  Bank  of  Ejidal  Credit  for  ejidatarios  and  by  the  National  Bank 
of  Agricultural  Credit  for  societies  of  small  farmers;  in  the  case  of  medium-sized 
farmers,  he  is  chosen  by  the  society  from  three  candidates  nominated  by  the  National 
Bank  of  Agricultural  Credit. 

Seven  local  societies  may  form  a  union  as  a  cooperative  of  limited  liability  with 
the  object  of  aiding  its  members  in  certain  ventures  beyond  their  individual  scope  - 
such  as  cooperative  purchasing,  producing,  or  marketing  -  or  to  create  and  operate 
certain  agricultural  industries  on  a  collective  basis,  to  acquire  costly  agricultural 
machinery  for  use  by  all  the  societies  in  a  region,  to  construct  small  irrigation 
works,  etc. 

Societies  of  collective  agricultural  interests  are  organized  with  limited  or 
supplemental  liability.  They  are  temporary,  nonprofit  organizations  and  may  not  make 
loans  to  indivudual  members.  They  are  designed  to  effect  certain  large-scale  opera- 
tions that  might  be  rather  expensive  but  at  the  same  time  indispensable  to  the  eco- 
nomic and  social  progress  of  the  rural  population;  for  example,  the  construction  of 
silos,  canals,  railroads,  factories  for  the  manufacture  of  agricultural  machinery  or 
fertilizers,  etc.;  the  electrification  or  mechanization  of  rural  districts;  drainage 
and  reforestation  projects;  establishing  nurseries  and  experimental  fields  for  the 
production  of  improved  seeds;  construction  of  water  and  sanitation  systems;  and,  in 
general,  all  those  works  promising  most  economic  utilization  of  the  soil  resources  or 
correcting  the  natural  deficiencies  of  a  particular  region. 

Types  of  Loans 

With  funds  obtained  from  either  of  the  banks,  local  societies  may  make  four  dif- 
ferent types  of  loans;  namely,  commercial,    avio,    ref accionario,  and  inmobiliario  loans. 
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Commercial  loans,  made  for  periods  not  exceeding  180  days,  are  of  two  types:  (1) 
Prendario  loans  are  made  up  to  80  percent  of  the  value  of  crops  already  harvested  and 
warehoused.  They  correspond  most  nearly  to  what  we  know  as  bonded -warehouse  loans. 
(2)  Quirograf ario  loans  are  made  without  the  security  of  harvested  crops  but  must  be 
guaranteed  by  the  signature  of  two  persons  of  recognized  financial  standing.  They 
might  also  be  termed  character  loans.  In  this  latter  case,  the  amount  may  not  ex- 
ceed 20  percent  of  the  average  annual  value  of  the  borrower' s  crops  and  other  income. 

To  carry  on  certain  commercial  banking  activities  (such  as  discounting  promissory 
notes  and  warehouse  certificates  for  clients,  etc.)  incident  to  advancing  these  short- 
term  funds  to  societies,  the  National  Bank  of  Agricultural  Credit  has  set  up  its  own 
Commercial  Banking  Department,  This  department' s  scope  of  activity  was  widened  in 
April  1940,  in  order  to  enable  it  to  initiate  control  over  the  marketing  and  sale  of 
societies'  crops.  Activities  are  not  yet  well  under  way,  but  in  this  connection  the 
Bank  has  collaborated  both  in  policy  and  financially  with  the  National  Foreign  Com- 
merce Bank  (Banco  Nacional  de  Comercio  Exterior),  an  institution  created  in  1937  es- 
pecially to  encourage  and  promote  the  export  of  agricultural  products.  The  National 
Bank  of  Ejidal  Credit  is  also  cooperating  and  has  even  allowed  the  Foreign  Commerce 
Bank  to  step  in  with  additional  credit  to  ejidal  communities  for  the  purpose  of  get- 
ting a  particular  crop  (for  example,  chickpeas)  to  the  export  market  on  time  and  in 
the  proper  condition  to  meet  quality  requirements. 

Avio  loans  are  made  for  periods  not  exceeding  18  months  to  finance  the  produc- 
tion of  a  crop  in  any  phase  from  the  purchase  of  seed  to  actual  harvesting.  Such  a 
loan  must  not  exceed  70  percent  of  the  estimated  value  of  the  anticipated  crop  and 
must  be  repaid  with  receipts  from  the  same  production  cycle  in  which  it  was  invested. 
Considered  as  security  for  these  Credits  are  the  materials  acquired  and  agricultural 
products  obtained  through  use  of  the  loan.  Operators  not  owning  the  land  they  work 
must  prove  that  they  have  the  right  to  continue  cultivating  it  throughout  the  time 
during  which  the  loan  will  remain  outstanding. 

Re f accionario  loans  are  made  for  periods  of  from  1  to  5  years  in  order  to  fi- 
nance the  preparation  of  new  land  for  cultivation,  the  purchase  of  work  animals,  fer- 
tilizer, farm  machinery,  and  other  necessary  equipment.  Minor  construction  or 
improvement  works  of  a  nonpermanent  character  and  amortizable  over  a  short  period 
may  also  be  financed  by  a  re f accionario  loan.  These  advances  are  not  to  exceed  the 
value  of  the  work  to  be  effected  nor  50  percent  of  the  crop,  or  other,  returns  real- 
ized during  the  period  for  which  the  loan  is  granted.  The  security  taken  may  be  the 
particular  construction  effected,  machinery,  chattels  and  equipment  purchased  and/or 
the  anticipated  crops,  and  other  agricultural  products  obtained.  Where  the  borrower 
is  an  ejidatario,  the  amount  of  the  loan  is  computed  solely  on  this  latter  basis,  and 
the  crops  and  other  products  or  works  resulting  from  this  investment  serve  as  the  ac- 
tual guaranty.  if  the  nature  of  the  investment  permits,  amortization  takes  place  in 
annual  installments.  Otherwise  payment  may  be  postponed  during  the  early  years  with 
heavier  amortization  later  on. 

Inmobiliario  advances  are  made  primarily  for  the  purchase  of  land  or  for  perma- 
nent improvements,  such  as  irrigation  works,  but  the  law  allows  great  latitude  in  the 
loan  purposes.  For  example,  the  funds  may  also  be  used  to  defray  the  cost  of  acquir- 
ing, parceling,  or  colonizing  tracts  of  land;  to  aid  in  the  construction  or  mainte- 
nance of  public  works  that  are  of  decided  benefit  to  agriculture.  They  may  even  be 
employed  in  the  construction  of  railroads  and  the  acquisition  of  necessary  material 
and  equipment;  for  the  purchase  or  const  ruction  of  factories  or  mills   (or  the  machinery 
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and  equipment  to  fit  them  out)  required  in  the  processing,  packing,  and  marketing  of 
agricultural  products;  and,  finally,  for  the  payment  of  any  debt  previously  contracted 
for  the  operations  described  above,  provided  the  amount  outstanding  is  not  greater 
than  20  percent  of  the  value'of  the  property  serving  as  security. 

The  duration  of  inmobiliario  loans  may  not  exceed  30  years,  and  repayment  must 
be  in  regular  installments  at  periods  not  more  than  one  year  apart.  When  the  nature 
of  the  investment  justifies  it,  payments  coming  due  while  construction,  or  execution, 
of  the  work  is  still  proceeding  may  be  deferred  for  periods  up  to  a  maximum  of  3 
years.  Such  loans  must  be  secured  by  a  first  mortgage  on  the  property  for  whose  ac- 
quisition, construction,  or  improvement  the  loan  was  requested  or  on  other  fixed  prop- 
erty that  the  borrower  may  have  to  offer. 

The  amount  of  an  inmobiliario  loan  may  not  exceed  the  estimated  cost  of  the  pro- 
ject for  which  the  loan  is  intended.  Neither  may  the  loan  exceed  30  percent  of  the 
expected  value  of  the  crops  or  receipts  of  the  interested  party  during  the  period  in 
which  amortization  is  to  be  effected.  When  the  borrower  is  an  ejidatario,  the  amount 
of  the  loan  is  computed  on  the  basis  of  the  expected  agricultural  return. 

Credit  for  the  acquisition  of  land  which  would  increase  the  size  of  a  holding 
beyond  that  designated  by  the  agrarian  laws  may  in  no  case  be  granted. 

The  National  Bank  of  Agricultural  Credit  does  not  make  the  commercial  loans  re- 
ferred to  above  to  individual  small  or  medium-sized  farmers  but  may  make  them  direct 
avio,  ref accionario,  or  inmobiliario  loans  under  conditions  somewhat  more  stringent 
than  in  the  case  of  organized  farmers.  The  borrower  must  offer  his  expected  crops  as 
security  as  well  as  either  a  first  mortgage  on  his  property  or  satisfactory  bank 
security.  An  avio  loan  may  not  exceed  60  percent  of  the  probable  value  of  the  crop. 
In  no  case  may  the  credit  extended  exceed  33  percent  of  the  value  of  the  client's 
property  nor  may  more  than  25,000  pesos  be  outstanding  against  him  at  any  one  time. 

Interest  Rates  and  Other  Charges 

The  National  Bank  of  Agricultural  Credit  lends  to  societies  at  9  percent,  the 
Ejidal  Bank  at  8  percent.  All  societies  charge  their  members  an  additional  1  percent, 
which  is  used  to  cover  administrative  and  operating  expenses.  The  National  Bank  of 
Agricultural  Credit  charges  individual  borrowers  at  least   10  percent. 

By  law  each  recipient  of  credit,  whether  society  or  individual,  is  required  to 
subscribe  to  stock  in  the  lending  institution.  In  the  case  of  commercial  or  avio 
loans,  the  borrower  must  subscribe  an  amount  equal  to  1  percent  of  the  loan  received 
each  time  he  borrows.  One  initial  subscription  equivalent  to  3  percent  is  required 
in  the  case  of  ref accionario  loans  and  5  percent  for  inmobiliario.  Since  no  stock 
dividends  have  actually  been  paid  by  either  bank,  such  a  requirement  in  reality  con- 
stitutes an  extra  charge  made  for  the  privilege  of  receiving  a  loan  -  and  this  de- 
spite the  incongruity  of  keeping  borrowers  tied  to  the  lending  institution  through 
purchase  of  shares  in  it  while  at  the  same  time  insisting  that  the  majority  of  cus- 
tomers (those  organized  in  societies)  provide  for  the  formation  of  their  own  loan 
capital  by  creation  of  a  social  fund.  Furthermore,  mention  has  already  been  made  in 
this  connection  of  the  opinion  on  the  part  of  many  that  payments  into  the  social 
fund  are  tantamount  to  an  interest  surcharge. 

Extent  of  Operations 

In  1941  the  National  Bank  of  Agricultural  Credit  made  loans  to  49  individuals, 
591  societies  having    20,529  members,    and   11   local   societies  the  extent  of  whose 
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membership  was  unknown.  These  11  local  societies  of  agricultural  credit  were  serviced 
by  the  National  Bank  of  Ejidal  Credit,  because  they  were  too  isolated  or  remote  to  be 
reached  by  the  operational  offices  of  the  Agricultural  Bank.  Although  funds  for 
granting  them  loans  were  obtained  from  the  latter,  the  Ejidal  Bank  collected  and  re- 
tained the  interest  paid  as  its  service  charge.  The  number  of  societies  in  existence 
during  the  year  totaled  1,086  with  33,583  members. 

At  the  end  of  1941,  the  National  Bank  of  Agricultural  Credit  had  12  regional 
agencies  with  jurisdiction  over  32  subordinate  zone  headquarters.  There  were  also 
12  independent  zone  headquarters  which  were  directly  responsible  to  the  home  office. 
These  agencies  and  zone  headquarters  were  distributed  through  only  20  of  the  32 
Mexican  States  and  by  no  means  covered  this  territory  completely  nor  came  anywhere 
near  supplying  the  credit  needs  of  all  those  qualifying   for  loans. 


Table  3. -Distribution  of  loans  of  the  national  Bank 
of  Agricultural  Credit  of  Mexico,  1926-1941 


TEAR 

Avfo 

REFACCIONARIO 

INMOBILI ARIO 

PRENDARIO 

QUIROGRAFARIO 

TOTAL 

1 ,000  pesos 

1 ,000  pesos  ■ 

1 ,000  pesos 

1 ,000  pesos  : 

1 ,000  pesos 

1 ,000  pesos 

1926   

1,905 

2,169 

•  331 

:  8,512 

3,737 

:  16,654 

1927   

1,653 

2,949 

409 

:  1,270 

:  2,297 

8,578 

1928   

1,  29 

911 

250 

743 

1,869 

:  5,067 

1929   

:  2,112 

:            379  • 

197 

J-53 

:  261 

:         3 , 10  2 

1930   

1,  770 

505 

7 

465 

:  252 

:  2,999 

1931  

:  517 

:  225 

:  62 

303 

:  55 

1, 162 

1932   ' 

1,067 

307 

337 

:  369 

:  2,080 

1933   

1,  609 

416 

:  12 

:  137 

:  2,174 

193 1   

:  3,^97 

1,670 

118 

814 

:  91 

6, 190 

1935   

:  9,846 

7,557 

278 

377 

:  882 

:  18,940 

1936   

:  5,847 

3,607 

:  33 

327 

:  1,645 

:  11,459 

1937   

13,131 

:          5,851  " 

82 

:  275 

:  193 

19,535 

1938   

:  9,339 

:          1, 746 

4 

410 

:  l 

11, 500 

1939   

5, 121 

1,  022 

14 

113 

:  14 

:  6,284 

19^0   

4,  826 

:  1,370 

103 

:  4 

6,303 

1941  

:  5,056 

:  1,525 

4 

1 

:  232 

6,818 

Agricultural  Credit  in  Mexico.  Unpublished  report  by  American  Consul  Willard  Galbraith, 
Mexico,    D.    F.  ,    May   4,    1938;    Banco   Naclonal   de  Credito   Agrfcola,    S.    A.    Infone    1941,    p.  11. 


Table  A. -Distribution  of  loans  of  the  National  Bank  of  Ejidal  Credit  of  Mexico,  1936-19U1 


YEAR 

Avfo 

REFACCIONARIO 

INMOBILI ARIO 

PRENDARIO 

QUIROGRAFARIO |  OTHER 

TOTAL 

1936 
1937 

1938 
1939 
1940 
1941 

1 ,000  pesos 
12, 740 
48, 198 
53, 882 
60, 790 
56, 440 
56,098 

.  1 ,000  pesos 
5,829  : 
19, 88  6 
6,736 

:  10,018 

:  7,893 
:  6,862 

1 ,000  pesos 
467 
47 

:  436 
:  3,122 
:  783 
:  627 

1,000  pesos 
129 
287 

:  128 

437  : 
:  8 
:  68 

1,000  pesos 

1,046 
:            296  : 
279 
419 

:  453 
:  141 

-.1,000  pesos 
3,078 
14, 166 
1,981 

•A  ,000  pesos 
23,289 
82,880 
:  63,442 
:  74,766 
65,577 
63, 796 

Anuarlo  Estadfstlco  de  los  Estados  Unldas  Mexlcanos  1940 ,  Mexico ,  1942 .  Table  329 ,  p~!  534 ; 
Banco  Naclonal    de   Credito  Ejidal,    Inforae   1941,   p.  22 


Only  2  unions  of  local  societies  of  agricultural  credit  were  in  operation  as  of 
December  31,  1941. 

In  1936,  the  Ejidal  Bank  took  over  from  the  Agricultural  Bank  1,5  83  societies  of 
ejidatarios  having  118,501  members.  At  the  end  of  1941,  there  were  5,540  societies 
with  a  membership  of  435,402.  Of  this  number,  976  societies  (as  compared  with  606  in 
1940)  were  organized  collectively;  that  is,  they  existed  not  only  to  obtain  credit  but 
to  carry  on  such  activities  as  communal  working  of  the  land,  buying  and  using  equip- 
ment in  common,  and  pursuing  such  projects  of  a  social  or  economic  nature  as  the  es- 
tablishment of  cooperative  stores,  medical  services,  schools,  etc.,  which  demand 
intense  group  participation.  At  ^the  close  of  1941,  the  Ejidal  Bank  had  32  regional 
agencies  and  187  zone  headquarters  contacting  almost  all  sections  of  the  Republic. 
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Operations  were  also  maintained  with  43  societies  of  collective  agricultural  interest 
and  30  unions  of  local  societies. 

Credit  is  obtained  almost  exclusively  by  ej idatarios  and  cooperatively  associated 
small  and  medium-sized  farmers  from  the  two  institutions  which  have  been  under  dis- 
cussion. The  amounts  and  distribution  of  the  loans  made  by  both  banks  from  their 
inception  through  1941  are  shown  in  tables  3  and  4.  Private  banking  continues  to 
furnish  commercial  and  operating  credit  (though  not  in  sufficient  quantity)  to  unas- 
sociated  farmers  and  the  more  substantial  agricultural  interests,  especially  those 
operators  with  holdings  large  enough  to  remove  them  from  the  scope  of  the  National 
Bank  of  Agricultural  Credit  but  still  not  subject  to  expropriation  measures  under  the 
agrarian  laws.  Abundant  private  nonbanking  credit  is  available  but  at  fantastically 
usurious  rates. 

Both  banks  obtain  some  of  their  short-term  funds  by  borrowing  from  private  in- 
vestors (usually  private  banks  or  foreign  commercial  firms),  but  lending  resources 
are  practically  synonymous  with  subscribed  capital.  That  these  funds  are  insufficient 
to  meet  credit  requirements,  and  in  addition  to  finance  the  supervisory  functions 
and  the  extension  service  with  which  the  banks  are  burdened,    is  an  accepted  fact. 

Mexico  has  installed  competent  functional  machinery,  but  whether  total  credit 
facilities  may  be  termed  "adequate"  is  a  moot  question.  Like  many  of  its  sister 
republics,  Mexico  is  seeking  a  solution  to  the  problem  of  finding  additional  sources 
of  capital.  Of  great  moment  then  is  the  proposed  creation  of  an  inter-American 
agricultural  bank.  Such  an  institution  might  indeed  constitute  a  well  of  hope  for 
the  future  of  agriculture  in  the  Americas. 


THE  UNITED  STATES- MEX I CAN  TRADE  AGREEMENT   

By  Kathryn  H.  Wylie* 

In  order  to  promote  a  more  mutually  bene ficial  functioning  of 
their  complementary  economies ,  the  United  States  and  Mexico  on 
December  23,  1942,  concluded  a  reciprocal  trade  agr eement  in  Wash- 
ington. The  agreement  became  effective  on  January  30  and  will 
remain  in  e f feet  for  3  years,  unl ess  terminated  earlier  under  spec- 
ified conditions.  Thereafter  it  is  subject  to  termination  on  6 
months'   notice  by  either  government. 

The  economies  of  the  United  States  and  Mexico  are  in  many 
respects  complementary.  This  fact  is  the  basis  for  the  substan- 
tial trade  that  has  been  carried  on  between  the  two  countries  for 
decades.  Until  recent ly ,  however,  trade  barriers,  commercial  pol- 
icies, and  matters  that  have  come  up  for  di  scussion  between  these 
nations  have  prevented  the  two  economi  es  from  complementing  each 
other  to  the  best  advantage.  The  trade  agreement ,  following 
closely  the  conclusion  of  other  important  under  standings ,  will 
facil it  ate  cooperation  between  the  two  allies  during  the  war  and 
pave  the  way  for  a  more  efficient  utilization  of  resources  by 
stimul ating  greater  exchange  of  goods  when  the  war  is  over. 

Under  the  United  States -Mexican  Trade  Agreement,  each  country  grants  reciprocal 
tariff  concessions  on  its  imports  from  the  other  in  the  form  of  reductions  in  customs 
duties,  bindings  of  other  duties  against  increase,  bindings  on  the  free  list,  and 
general  assurances  of  nondiscriminatory  trade  treatment.  Mexico  grants  the  United 
States  concessions  on  203  items  in  the  Mexican  tariff,  imports  of  which  items  in  1939 
constituted  29.2  percent  of  the  value  of  all  Mexican  imports  from  the  United  States 
that  year.  The  United  States  grants  Mexico  concessions  on  items  accounting  for  64.7 
percent  of  the  total  value  of  1939  imports  from  Mexico, 

An  over-all  picture  of  the  agreement  as  it  applies  to  agriculture  may  be  sketched 
from  the  point  of  view  of  1939  trade.  United  States  imports  from  Mexico  in  1939  of 
principal  agricultural  items  on  which  the  existing  duty  is  reduced  or  bound  against  in- 
crease in  Schedule  II  were  valued  at  $8,030,000.  Of  this  amount,  $4,697,000  repre- 
sented imports  of  feeder  cattle  needed  by  farme rs  and  ranchmen  for  stocking  and  feeding 
purposes.  Imports  from  Mexico  in  1939  of  more  or  less  noncompetitive  agricultural 
items  bound  on  the  free  list  were  valued  at  $20,006,000.  The  value  of  Mexican  imports 
from  the  United  States  in  1939  of  principal  agricultural  items  on  which  the  existing 
Mexican  duty  is  reduced  or  bound  against  increase  in  Schedule  I  totaled  $3,924,000, 
and  the  import  value  of  agricultural  items  bound  on  the  free  list  amounted  to  $146,000. 

UNITED  STATES-MEXICAN  TRADE1 

The  United  States  supplies  more  of  Mexico's  imports  and  takes  more  of  its  exports 
than  any  other  country.  Mexico  is  one  of  the  three  principal  Latin  American  markets 
for  United  States  exports,   and  in  some  years  it  takes  the  lead.     During  the  past  15 

1  Office   of  Foreign   Agricultural  Relations. 

1  See  the  author's  article,  AGRICULTURAL  RELATIONS  WITH  MEXICO,  in  the  November  1942issue  of 
Foreign  Agriculture  for  a  discussion  of  the  background  of  agricultural  trade  between  the  two 
coun tries. 
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years,  for  example,  the  United  States  has  taken  from  48  to  90  percent  of  all  Mexican 
exports   (value)   and  has  supplied  from  60  to  80  percent  of  Mexican  imports  (value). 

From  1932  through  1937,  and  again  in  1939,  Mexico  was  the  most  important  Latin 
American  market  for  United  States  exports,  taking  from  15  to  18  percent  of  the  latter' s 
total  sales  to  Latin  America.  Mexico  furnished  from  12  to  31  percent  of  United  States 
imports  from  Latin  America  during  the  past  decade. 

The  closing,  one  after  another,  of  the  European  and  oriental  outlets  and  sources 
of  supply,  with  the  spread  of  the  war,  has  increased  the  participation  of  Mexico  and 
the  United  States  in  each  other' s  foreign  trade;  first,  because  of  increased  consump- 
tion of  products  supplied  by  the  other;  and  second,  because  of  the  lack  of  markets  and 
sources  of  supply  in  Europe  and  Asia.  This  increased  trade,  resulting  from  the  war, 
is  expected  to  be  facilitated  by  the  new  agreement. 

UNITED  STATES  AGRICULTURAL  CONCESS I OHS  TO  MEXICO 

The  United  States  grants  concessions  to  Mexico  in  the  agreement  on  two  different 
schedules:  Schedule  II,  covering  items  that  ordinarily  are  import  ant  in  the  trade  with 
Mexico;  and  Schedule  III,  covering  items  not  usually  supplied  by  Mexico  but  for  which 
the  normal  source  of  supply  has  been  cut  off  by  the  war. 

The  United  States  grants  concessions  on  4-2  agricultural  product s  in  Schedule  II,  of 
which  27  are  duty  reductions  or  bindings  of  existing  duty  and  15  are  bindings  on  the 
free  list  (table  1).  The  only  two  agricultural  items  on  Schedule  III  are:  (1)  oil 
cake  and  oil-cake  meal  and   (2)  preserved  or  prepared  pineapples. 

Cattle 

Cattle  imports  were  free  of  duty  under  the  Tariff  Act  of  1913.  In  the  Act  of 
1922,  cattle  weighing  1,050  pounds  or  more  were  subject  to  a  duty  of  2  cents  a  pound 
and  those  weighing  less  than  that  amount  to  a  duty  of  1.5  cents  a  pound.  The  Act  of 
1930  imposed  a  duty  of  2.5  cents  a  pound  on  imports  of  cattle  weighing  less  than  700 
pounds  and  3  cents  a  pound  on  animals  of  700  pounds  or  more.  As  a  result  of  the  two 
trade  agreements  with  Canada,  the  duty  on  cattle  weighing  less  than  200  pounds  and 
those  weighing  700  pounds  or  more  was  reduced  to  1.5  cents  a  pound,  subject  to  a 
specified  quota.  At  the  reduced  rate,  annual  imports  of  calves  (cattle  under  200 
pounds)  were  limited  to  a  quota  of  100,000  head  from  all  countries,  and  imports  of 
heavy  cattle  (those  weighing  700  pounds  or  more)  to  225,000  head.  Imports  in  excess 
of  these  quotas  entered  at  the  1930  rates  of  duty;  feeder  cattle  (those  weighing  200 
pounds  but  less  than  700  pounds)   remained  dutiable  at  the  1930  rate  of  2.5  cents  a  pound. 

The  trade  agreement  with  Mexico  reduces  the  duty  on  all  cattle  (except  dairy  cows) 
of  whatever  weight  to  1.5  cents  a  pound,  without  quantitative  restrictions,  for  the 
duration  of  the  national  emergency  proclaimed  May  27,  1941.  Thirty  days  after  the 
President  shall  have  proclaimed  that  the  abnormal  situation  respecting  cattle  and 
meats  has  terminated,  quota  restrictions  on  imports  at  the  reduced  rate  (1.5  cents 
a  pound)  will  again  be  reimposed  (or  imposed)  as  follows:  On  calves  (cattle  weighing 
less  than  200  pounds),  100,000  head  annually;  on  feeder  stock  (cattle  weighing  more 
than  200  and  less  than  700  pounds),  400,000  head  annually  (or  a  maximum  of  110,000 
in  any  quarter);  and  on  heavy  cattle  (those  weighing  700  pounds  or  more),  225,000  head 
annually  (or  a  maximum  of  60,000  in  any  quarter).  Imports  in  excess  of  the  quota  in 
all  weights  will  be  dutiable  at  2.5  cents  a  pound.  The  quotas  apply  to  total  imports 
from  all  countries. 


Feb.  1943 


41 


The  most  important  cattle  imports  from  Mexico,  based  on  past  trade  value,  fall  in 
the  light  feeder-stock  class  (200  to  700  pounds).  While  the  duty  on  this  class  is 
reduced  to  1.5  cents  a  pound  without  quota  limitation  during  the  emergency,  thereafter 
imports  at  the  reduced  duty  will  be  limited  to  400,000  head  a  year,  orto  somewhat  less 
than  the  maximum  imports  previously  received  in  this  weight  class.  The  ad  valorem 
equivalent  of  the  duty  on  Mexican  cattle  of  this  class  in  1939  was  72  percent. 

Imports  of  heavy  cattle  from  Mexico  have  been  well  maintained  recently.  Approx- 
imately half  the  heavy  cattle  entering  from  Mexico  in  1940  and  1941  were  in  excess  of 
the  allocated  quota  and  were,  therefore,  dutiable  at  the  full  rate  of  3  cents  a  pound. 
The  ad  valorem  equivalent  of  the  reduced  rate  on  imports  of  Mexican  cattle  in  the 
heavy  class  in  1939  was  49  percent;  imports  at  the  full  rate  were  dutiable  at  the 
equivalent  of  99  percent   ad  valorem. 

Other  livestock  and   livestock  products 

The  duty  on  horses  valued  at  not  more  than  $150  per  head  (unless  imported  for 
immediate  slaughter)  was  reduced  from  $30  per  head  under  the  Tariff  Acts  of  1922  and 
1930  to  $20  and  1 ater  to$  15  in  the  two  trade  agreements  with  Canada.  The  trade  agree- 
ment with  Mexico  binds  the  duty  of  $15  against  increase. 

The  duty  on  mules  valued  at  not  more  than  $150  per  head  (unless  imported  for  im- 
mediate slaughter)  was  reduced  from  $30  per  head  under  the  Tariff  Acts  of  1922  and 
1930  to  $15  in  the  trade  agreement  with  Mexico.  Total  imports  in  the  4-year  period 
1937-40  ranged  from  275  to   1,927   animals  a  year,   most  of  them  coming  from  Mexico. 

The  duty  on  sheep  and  lambs  was  increased  in  the  Tariff  Act  of  1930  from  $2  to 
$3  each.  This  duty  is  now  reduced  to  $1.50.  Total  imports  haVe  been  relatively  small 
since  1930,  averaging  6,000  head  annually  in  the  3  years  1937-39,  or  less  than  one- 
twentieth  of  1  percent  of  the  total  estimated  slaughter  in  the  United  States.  Mexico 
supplied  81  percent  of  these  imports.  The  duty  on  live  asses  and  burros,  not  specially 
provided  for,  is  reduced  in  the  agreement  from  15  percent  ad  valorem  to  7.5  percent, 
and  that  on  dried-blood  albumen  from  12  to  6  cents  a  pound,.  Breeding  cattle  and  horses 
and  mules  for  immediate  slaughter  are  bound  on  the  free  list. 

Pineapples 

The  most  important  fruit  concession,  from  the  standpoint  of  the  value  of  trade, 
was  made  on  fresh  pineapples  in  bulk.  The  trade  agreement  with  Mexico  reduces  the 
general  duty  from  0.9  cent  to  0.8  each  on  pineapples  in  bulk  and  binds  the  duty  of  35 
cents  a  crate  against  increase.  This  automatically  reduces  the  Cuban  preferential  on 
pineapples  in  bulk  from  0.50  cent  to  0.48  cent  each.  Mexico  furnishes  nearly  all  the 
United  States  imports  of  pineapples  in  bulk  and  Cuba  furnishes  most  of  those  in  crates. 

The  duty  on  prepared  and  preserved  pineapple  is  reduced  by  33.33  percent  in 
Schedule  III  for  the  duration  of  the  national  emergency,  and  the  reduction  may  be 
modified  or  withdrawn  after  that  time.  Most  United  States  imports  of  this  class  of 
pineapples  normally  are  from  Hawaii   and  are  not   subject  to  duty. 

Limes 

The  duty  on  limes  (in  their  natural  state  or  in  brine)  was  increased  from  1  cent 
a  pound  in  the  Tariff  Act  of  1922  to  2  cents  in  that  of  1930..  In  the  trade  agreement 
with  Cuba  the  preferential  rate  of  1.6  cents  a  pound  to  that  country  was  reduced  to 
0.8  cent,  but  imports  at  the  reduced  rate  have  not  been  large;  in  most  years  they  amount 
to  less  than   200,000  pounds  a  year.     The  trade  agreement  with  the  United  Kingdom 
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reduced  the  general  duty  to  1.5  cents  a  pound,  and  the  trade  agreement  with  Mexico  now 
reduces  it  still  further  to  1  cent.  The  ad  valorem  equivalent  of  the  duty  on  total 
1939  importswas  66  percent.  Imports  from  Mexico,  the  bulk  of  all  imports,  are  marketed 
largely  on  the  West  Coast  and  in  the  South  and  Middle  West.  Total  imports  declined 
from  10,600,000  pounds  in  1937  to  an  average  of  3,663,000  pounds  in  1939-40.  United 
States  production  increased  from  5,600,000  pounds  in  1937  to  6, 400,  000  pounds  in  1940. 

Other  fruit 

The  duty  on  mangoes  and  edible  berries  is  reduced  by  50  percent  in  the  agreement, 
that  on  watermelons  by  43  percent,  and  the  duty  of  17.5  percent  ad  valorem  on  guavas 
is  bound  against  increase.  Total  imports  of  these  fruits  in  1939  were  valued  at 
$15,000.     Bananas   are  bound  on  the   free  list. 

Tomat  oes 

Based  on  value  of  past  trade,  tomatoes  are  the  most  important  vegetable  imported 
from  Mexico  on  which  a  reduction  in  duty  is  made.  The  rate  on  fresh  tomatoes  was  in- 
creased from  0:5  cent  per  pound  under  the  Tariff  Act  of  1922  to  3  cents  per  pound  in 
1930.  The  preferential  rate  of  2.4  cents  a  pound  to  Cuba  was  reduced  in  the  trade 
agreement  with  that  country  to  1.8  cents  a  pound  on  imports  entering  from  December 
through  February,  The  trade  agreement  with  Mexico  reduces  the  general  duty  to  1.5 
cents  a  pound  during  the  emergency  proclaimed  May  27,  1941.  Thirty  days  after  the 
President  shall  have  proclaimed  that  the  emergency  situation  respecting  tomatoes  has 
terminated,  the  general  rate  of  duty  will  be  2,25  cents  a  pound.  The  year-round  duty 
to  Cuba  during  the  emergency  is  automatically  reduced  to  1,2  cents  a  pound  and  in  the 
post -emergency  period,  to  1.8  cents  a  pound.  Tomato  imports  are  almost  entirely  from 
Mexico  and  Cuba;  those  from  Mexico  enter  during  January-May  and  those  from  Cuba  during 
December-February.  The  ad  valorem  equivalent  of  the  duty  on  total  imports  in  1939  was 
104.  1  percent. 

Tomatoes  from -Mexico  are  usually  marketed  in  Chicago  and  western  United  States, 
whereas  those  from  Cuba  and  Florida  are  marketed  in  New  York  and  along  the  eastern  sea- 
board. A  series  of  short  tomato  crops  has  been  experienced  in  Florida  during  the  past 
few  years;  and  imports  (particularly  from  Mexico)  have  increased,  although  not  suffi- 
ciently to  offset  the  decline  in  Florida  production.  In  the  crop  year  1938-39,  for 
example,  imports  from  Mexico  amounted  to  15  million  pounds  and  those  from  Cuba  to  39 
million,  compared  with  production  of  the  early  south  crop  in  Florida  of  153  million 
pounds.  In  1940-41,  imports  from  Mexico  totaled  83  million  pounds,  those  from  Cuba  49, 
and  the  early  south  crop  of  Florida  only  43  million  pounds,  although  it  increased  in 
1941-42  to  66  million.  Prices  of  the  Florida  crop  increased  steadily  from  4,5  cents 
in   1938-39  to  6.0  cents  in  1940-41. 

Chickpeas  or  garbanzos  (dried) 

Chickpeas  came  into  the  United  States  duty  free  under  the  Tariff  Act  of  1922.  In 
the  Tariff  of  1930,  they  were  made  dutiable  at  1,75  cents  a  pound,  which  was  equivalent 
to  45  percent  ad  valorem  on  the  1939  trade.  The  trade  agreement  with  Mexico  reduces 
the  duty  to  1  cent  per  pound.  Annual  imports  during  the  1930' s  were  from  7  to  12  mil- 
lion pounds,   chiefly  from  Mexico. 

Peas,    green  or  unripe 

The  duty  on  green  peas  was  increased  from  1  cent  a  pound  under  the  Tariff  Act  of 
1922  to  3  cents  in   1930  and  by  presidential  proclamation  to  3.9  cents  on  January  1, 
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1932.  A  seasonal  reduction  in  duty  to  2  cents  a  pound  was  made  in  the  trade  agree- 
ment with  Canada,  covering  the  months  July -December.  This  reduction  is  extended  in 
the  trade  agreement  with  Mexico  to  imports  during  all  months.  On  the  basis  of  1939 
trade,  the  ad  valorem  equivalent  of  the  duty  was  80  percent.  Imports  from  Mexico 
enter  during  December-March,  when  the  chief  domestic  source  of  fresh  peas  is  the  early 
crop  of  the  Imperial  Valley  in  California.  They  have  declined  sharply  andamounted  to 
only  1.6  million  pounds  in  1940,   whereas  production  in  the  Imperial  Valley  has  increased. 

Gar  1  i  c 

The  duty  of  1.5  cents  a  pound  on  garlic,  in  effect  since  the  Tariff  Act  of  1930, 
was  equivalent  to  43  percent  ad  valorem  on  the  1939  trade.  Under  the  new  trade  agree- 
ment, the  duty  is  reduced  by  SO  percent.  Imports  ranging  from  3  to  6  million  pounds 
a  year  enter  the  United  States  during  the  months  February -May,  when  domestic  supplies 
consist  of  carryovers  from  the  late  summer  crop.  United  States  production,  largely  in 
California,  was  about  20  a  year  from  1937  through  1939,  but  in  1940  and  1941  it  dropped 
to  16  million  pounds. 

Other  vegetables 

Duty  reductions  ranging  from  33  to5  0  percent  are  granted  by  the  United  States  to 
Mexico  on  beans  (green  or  unripe,  other  than  lima,  not  specially  provided  for),  black- 
eye  cowpeas  (dried  or  in  brine),  fresh  green  peppers,  and  fresh  squash.  Seasonal 
duty  reductions  are  made  on  lima  beans  (green  or  unripe),  fresh  eggplant,  and  fresh 
cucumbers,  and  the  present  duty  on  each  of  these  products  is  bound  against  increase 
on  imports  in  months  not  covered  by  the  seasonal  reduction.  The  ad  valorem  equivalent 
of  the  rate  on  eggplant  from  Mexico  only  in  1939  was  97  percent,  on  green  peppers  84 
percent,   and  on  lima  beans  90  percent. 

Other  agricultural  items 

The  duty  on  vanilla  beans,  honey,  and  mixed  feeds  had  already  been  reduced  in 
other  trade  agreements  by  the  full  50  percent  allowed  under  the  Trade  Agreements  Act. 
The  present  duties  are  bound  against  increase  in  the  agreement  with  Mexico.  A  50- 
percent  reduction  is  made  in  the  duty  on  citrus-fruit  juices  unfit  for  beverage  pur- 
poses. Coffee,  broomroot,  henequen  and  sisal,  Tampico  fiber,  crude  chicle,  crude 
guayule  rubber,  sarsaparilla  root,  lime  oil,  lignaloe  or  bois  de  rose,  pimento  (all- 
spice),  anise,    and  candellila  wax  are  bound  on  the  free  list. 

AGRICULTURAL  CONCESSIONS  GRANTED  TO  THE  UNITED  STATES 

Mexico  grants  concessions  to  the  United  States  on  50  agricultural  items  as  listed 
in  the  Mexican  tariff,  of  which  26  were  reductions  in  duty,  23  bindings  of  existing 
duty,  and  one  a  binding  on  the  free  list.  Imports  into  Mexico  from  the  United  States 
in  1939  of  items  on  which  the  duty  is  reduced  or  bound  were  valued  at  $3,924,000,  and 
imports  of  cattle  for  breeding,  bound  on  the  free  list,  were  valued  at  $146,000  (table 
2).  Of  the  items  on  which  reductions  are  made,  lard  has  been  the  most  valuable  from  a 
trade  standpoint.  Reductions  on  other  important  agricultural  items  include  those  on 
wheat,  apples,  grapes,  barley  grain,  cottonseed,  dried  fruits,  powdered  milk,  and 
Virginia  tobacco.  In  addition  to  the  concessions  on  specific  commodities,  Mexico 
agrees  to  bind  against  increase  the  existing  surtax  duty  (3  percent  of  the  specific 
import  duties)  on  all  products. 
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Lard 

Mexico  is  one  of  the  most  important  Latin  American  markets  for  United  States  lard. 
Oi  the  other  hand,  Mexican  imports  of  lard  from  the  United  States  are  larger  (in  value) 
than  those  of  any  other  agricultural  or  livestock  product.  In  1940,20  milli on  pounds 
were  imported,  valued  at  more  than  one  million  dollars,  most  of  which  came  from  the 
United  States*  Before  the  agreement,  the  Mexican  duty  was  0.23  peso  a  net  kilo  (about 
2.2  cents  a  pound)  on  lard  imported  in  tank  cars  and  tankers  and  0.32  a  gross  kilo 
(about  3  cents  a  pound)  on  that  imported  in  other  containers.  These  duties  are  now 
reduced  to  0.18  peso  on  the  first  class  and  0.25  peso  on  the  second. 

Wheat  and  wheat  flour 

Mexican  production  of  wheat  averaged  12,659,000  bushels  from  1937  through  1940. 
In  years  of  low  domestic  yields  Mexico  imports  wheat  to  supplement  its  own  produc- 
tion. Imports  are,  therefore,  large  in  some  years  and  small  in  others.  The  govern- 
ment subsidizes  the  importation  of  wheat  when  it  considers  it  essential  to  the  economic 
well-being  of  the  country.  Average  imports  of  wheat,  including  flour,  represented 
10  percent  of  total  supplies  (production  plus  imports)  during  1937-40.  Practically 
all  the  wheat*  imported  comes  from  the  United  States. 

The  import  duty  on  wheat  before  the  agreement  was  0.10  peso  a  gross  kilo  (ap- 
proximately 56  cents  a  bushel),  and  that  on  wheat  flour  was  0.28  peso  a  legal  kilo 
(approximately  2.6  cents  a  pound).  The  agreement  reduces  the  duty  on  wheat  to  0.06 
peso  and  binds  that  on  wheat  -flour  against  increase. 

Fresh  fruits 

Fresh  fruits  on  which  concessions  are  granted  to  the  United  States  include  plums, 
peaches,  apples,  pears,  grapes,  and  other  fresh  fruit  not  specified.  The  import  value 
of  all  these  items  together  averaged  $152,  000  during  the  2-year  period  1939-40,  grapes 
and  apples  being  the  two  most  valuable  items.  The  United  States  is  the  only  foreign 
supplier  to  the  Mexican  market,  furnishing  up  to  6.5  percent  of  the  Mexican  consump- 
tion of  these  fruits.  The  Mexican  import  duty  on  all  these  fruits  was  increased  in 
1932  from  0.10  peso  a  gross  kilo  to  0.35  peso  (approximately  3.3  cents  a  pound).  This 
revised  duty  was  equivalent  in  1939  to  an  approximate  ad  valorem  rate  ranging  from 
62  percent  on  fresh  fruit  not  specified  to  122  percent  on  apples.  Imports  declined 
sharply  after  the  increase  in  duty.  Under  the  agreement  the  duty  on  apples  is  reduced 
to  0.30  peso  a  gross  kilo  and  that  on  the  other  fruits,   to  0.25  peso. 

Dried  and  canned  fruits 

Little  dried  fruit  is  produced  in  Mexico;  most  of  its  supply  comes  from  the  United 
States.  The  dried-fruit  items  on  which  the  United  States  receives  duty  reductions  in 
the  agreement  include  prunes,  raisins,  and  sliced  dried  fruit  of  any  kind.  Total  im- 
ports into  Mexico  of  these  items  in  1939  were  valued  at  $86,000,  with  the  United 
States  furnishing  95  percent  of  the  prunes  and  all  the  other  items. 

The  duty  on  each  of  these  fruits  before  the  agreement  was  0.80  peso  a  gross  kilo 
(approximately  7.5  cents  a  pound).  In  the  agreement  the  duty  on  sliced  dried  fruit 
is  reduced  by  75  percent,  on  prunes  by  50  percent,  and  on  raisins  by  37.5  percent. 
The  duty  of  2.00  pesos  a  legal  kilo  (approximately  18.7  cents  a  pound)  on  canned 
fruits  in  sirup  or  their  own  juice  is  bound  against  increase. 

Barley  (grain  and  malt) 

Mexican  production  of  barley  averaged  3,849,000  bushels  during  1937-40.  Net 
imports ^averaged  245,000  bushels,    or  about  6  percent  of  the  total  supply.  Barley 
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Table  2.-Duty  reductions  on  imports  of  principal  agricultural  products  granted 
 by  Mexico  under  agreement  effective  January  30,  19U31  


\  U  M  M  u  u  1  l  I 

MEXICAN  DUTY 

EXTENT 

0  F  RE- 
DUCTION 

MRXICAN  IMPORTS 
FROM  U.S.,  1939 

BEFORE  AGREEMENT 

UNDER  AGREEMENT 

QU ANT  I TT 

VALUE 

Milk,    in   powder  or  pastilles, 

Pesos 

U.  S.  cents 

Pesos 

U.S. cents 

1  ,000 

1 ,000 

weighing   with    immediate  con- 

. per  ki lo 

per  pound 

per  kilo 

per  pound 

Percent: 

pounds 

dollars 

tainer  up  to  5    legal  kilos2.. 

:         0. 40 

3-73  = 

0.30 

2.80  : 

25. 0 

78 

21 

Milk,    in   powder  or  pastilles, 

weighing   with   immediate  con- 

tainer more  than  5    l.kg.  .... 

:         0. 40 

3-73 

:        0. 30 

2.  80 

25. 0 

:  87 

9 

Animal    fats,  hydrogenated 

:         0. 45 

:        4.  20 

:  O.35 

:        3-  27 

22.  2 

■    1,021  : 

30 

Hog    lard   in  tankers  or  tank 

:        0. 23 

2.  15 

:        0.  18 

1.67 

21.  7 

5, 735 

337 

Hog    lard   in  other  containers, 

:         0. 32 

2.99 

0.  25 

2-33 

21.  9 

3, 165 

226 

:         0. 03 

„  0.28 

0.  02 

„  0.18 

33-  3 

1,171  ' 

18 

:        0 . 10  : 

55.99 

0. 06 

333- 59 

40.  0 

1,877  : 

i,3i» 

Oats,    hulled,    even  when 

0. 15 

1.  40 

:        0. 10 

0.93 

33-3 

:  692 

24 

Canned  vegetable  foods  n.s., 

:        0.50  : 

4.67 

:        0. 40 

:  3.73 

20. 0 

410 

51 

Canned    asparagus,    legal  kilos 

0.  50 

4.67 

0.  40 

3-  73 

20.  0 

:  239 

29 

:  0.35 

3-27 

0.  25  : 

2-33 

28.  6 

62 

3 

0.35 

3-27 

0.  25  : 

2-33 

28.  6 

:  73 

2 

Fresh   fruit,   n.s.,  grossweight 

0.35 

3-27 

0.  25 

2-33 

28.  6 

:       133  : 

7 

0.  35 

3-27 

:        0. 30 

2.  80 

14.  3 

1,919 

48 

0.35 

3-27 

0.  25 

2.33 

28.  6 

5  4  28 

:  511 

0.35 

3-27 

0.  25 

2-33 

28.  6 

:  1,954 

6l 

Sliced  dried   fruit  of  any  kind 

:  0.80 

7.  46 

:        0. 20 

:  1.87 

75-  0 

:  228 

20 

:         0. 80 

7.46  • 

0.  40 

:  3-73 

50. 0 

567 

21 

:  0.80 

7.  46 

:         0. 50 

:  4.67 

•  37.5 

1, 170 

45 

Walnuts,   unshelled,  g.wt.6.... 

:         0. 80 

:        7. 46 

:        0. 60 

:  5.60 

25.  0  : 

(6) 

(6) 

Walnuts,    shelled,  g.wt.6  

:         1. 00 

:  9.33 

:  0.80 

:        7. 46 

20.0 

:  (6) 

(6) 

Cereals,    flour,    feculas,  rolled: 

or  conglomerated,    cooked  or 

:  0.80 

•     „  7.46 

:         0.  65 

:     _  6.06  : 

18.  7 

:  158 

18 

Barley    in   the  grain,   g.wt.  ... 

:         0. 05 

322.31 

:  0.04 

317.91  : 

20.  0 

:      4 135 

.  130 

:         0. 08 

0.  75 

:  0.06 

0. 56 

:     25. 0 

:  4,176 

:  121 

:         0.  28 

:  2.6i 

:        0. 20 

:        1. 8  6 

:  28.6 

:  710 

297 

Virginia  type  raw  tobacco,  l.kg. 

:         2. 30 

21.46 

:         2. 00 

:      18 .  6  7 

:  13.0 

:  82 

:  12 

1  Beef  cattle  for  breeding  (except  milch  cows)  are  bound  on  the  free  list.  Existing  duties  on 
the  following  agricultural  products  are  bound  against  increase:  Sausage,  ham,  bacon,  canned 
meats  n.s.,  canned  meat  foods  even  when  containing  vegetable  products,  fresh  eggs,  evaporated 
■ilk,  butter,  cheddar  cheese,  stearic  acid  in  cakes,  tanned  hides,  tomato  sauce,  canned  toma- 
toes, canned  fruits  in  sirup  or  in  their  own  Juice,  wheat  flour,  o  at  s  «unhul 1 ed ,  barley  malt, 
raw  tobacco  filler,  cigarettes,  fruit  essences  or  synthetic  products  without  alcohol,  grape 
Juice  with  density  up  to  1.25  at  temperature  of  15°  C,  fruit  Juice  n.s.  with  density  up  to  1.25, 
and  fruit  Juices  with  density  exceeding  1.25.  The  value  of  1939  imports  of  breeding  cattle 
from  the  United  States  was  $146,000,  and  the  value  of  Import  items  on  which  the  duty  is  bound 
was  $1,069,000.  2  Legal  kilos,  which  Include  the  weight  of  the  immediate  container  only. 
■  Per  bushel.      4    1,000  bushels.      5  Total    imports,    most  of  which  probably   came  from   the  U.S. 

Not    separately    classified   in   the    tariff   before    agreement.      N.s.    means    not  specified. 

Exchange  rates:  1939,  1  peso  =  $0.19303;  December  1942,  1  peso  =  $0.2057.  Grain  converted  to 
bushels:      wheat,    1   bushel   -  60  pounds;   barley,    grain,    1  bushel  —  48  pounds. 

imports  have  varied  widely,  and  the  source  of  supply  has  shifted  in  recent  years. 
The  portion  from  the  United  States  in  1939  was  valued  at  $130,  000  and  in  1940  at  $106,000. 
The  duty  of  0.05  peso  a  gross  kilo  (approximately  22.3  cents  a  bushel)  is  reduced  in 
the  agreement  to  0.04  peso. 

Mexican  production  of  barley  malt  averaged  424,000  bushels  from  1937  through 
1940  and  net  imports,  278,000  bushels,  or  40  percent  of  total  supplies.  About  68  per- 
cent of  the  malt  imported  is  furnished  by  the  United  States.  The  duty  of  0.17  peso 
a  gross  kilo   (approximately  54  cents  a  bushel)   is  bound  against  increase. 
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Dairy  and  poultry  products 

Mexican  import  duties  on  fresh  eggs,  butter,  and  evaporated  milk  are  bound  in  the 
agreement,  Cheddar  cheese,  formerly  not  separately  shown  in  customs  returns,  is  given 
a  separate  classification,  and  the  duty  is  bound  at  0.80  peso  a  legal  kilo  (approx- 
imately 7.5  cents  a  pound).     The  duty  on  powdered  milk  is  reduced  by  25  percent. 

Cottonseed   (for  industrial  uses) 

Mexican  production  of  cottonseed  averaged  265,218,000  pounds  from  1937  through 
1940,  Imports,  representing  only  1  percent  of  the  total  supply,  averaged  3,086,000 
pounds,  all  of  which  originated  in  the  United  States.  The  duty  of  0.08  peso  a  gross 
kilo   (approximately  0.75  cent  a  pound)   is  reduced  by  the  agreement  to  0.06  peso. 

Hops 

Records  of  Mexican  production  of  hops  are  not  available,  but  domestic  supplies 
used  in  the  local  manufacture  of  beer  apparently  are  negligible.  Imports,  largely  from 
the  United  States,  have  recently  increased.  During  1939-40,  imports  of  United  States 
hops  averaged  809,000  pounds,  valued  at  $410,000.  The  duty  of  0.28  peso  a  legal  kilo 
(approximately  2.6  cents  a  pound)   is  reduced  in  the  agreement  to  0.20  peso. 

Tobacco 

The  three  types  of  tobacco  covered  by  the  agreement  are  classified  in  Mexican 
statistics  as  Virginia-type  tobacco,  raw-tobacco  filler  not  specified,  and  tobacco 
made  into  cigarettes.  Mexican  production  of  tobacco  averaged  46  million  pounds  in 
the  4  years  1937-40.  During  the  same  period  domestic  tobacco  used  in  the  manufacture 
of  cigars  and  cigarettes  in  Mexico  averaged  37,928,000  pounds,  and  foreign  tobacco 
similarly  used  averaged  159,000  pounds,  or  0.4  percent  of  the  total.  The  United 
States  furnished  Mexico  all  the  Virginia-type  tobacco  imported,  99  percent  of  that 
made  into  cigarettes,  and  more  than  95  percent  of  the  unspecified  filler.  The  value 
of  the  imports  of  these  three  types  into  Mexico  from  the  United  States  together 
totaled  $75,000  in  1939  and  $87,000  in  1940.  Before  the  agreement,  the  import  duty 
was  2.30  pesos  a  legal  kilo  (approximately  21.5  cents  a  pound)  on  Virginia-type  and 
raw-tobacco  filler  and  7.00  pesos  a  legal  kilo  (approximately  65.3  cents  a  pound)  on 
cigarettes.  The  trade  agreement  reduces  the  duty  on  Virginia  tobacco  to  2.00  pesos 
a  legal  kilo  and  binds  the  existing  duty  on  cigarettes  and  raw  tobacco. 

Other  agricultural  items 

The  duty  on  canned  vegetable  foods,  not  specified,  and  canned  asparagus  is  reduced 
from  50  to  40  centavos  a  kilo,  and  the  duty  on  tomato  sauce  and  canned  tomatoes  is 
bound  against  increase.  The  duty  on  animal  fats  is  reduced  by  22.2  percent.  That  on 
stearic  acid  in  cakes,  sausage,  ham,  bacon,  canned  meats,  and  canned  meat  foods  even 
when  containing  vegetables  is  bound  against  increase.  Duty  reductions  varying  from 
19  to  33  percent  are  made  on  onions,   hulled  oats,   cereals,    and  walnuts. 

An  important  binding  of  the  existing  duties  is  made  on  tanned  hides  (without  hair). 
Other  duty  bindings  are  made  on  unhulled  oats,  fruit  essences,  grape  juice,  and  fruit 
juices.     The  duty  on  cattle  for  breeding  is  bound  on  the  free  list. 
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